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Microinsurance Munich Re Foundation
BackgroundBackground

Going public 7 April 2005

Capital € 50 million

Purpose
Munich Re concerns itself with the great challenges 
facing the world today – population growth, globalization, g y p p g g
diminishing resources, environmental pollution, climate 
change

The foundation’s role is to concentrate specifically on the 
interaction between population development and the 
medium of water as elixir of life resource and risk factormedium of water as elixir of life, resource, and risk factor
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Microinsurance International Microinsurance Conference

2005 Germany
2006 South Africa
2007 India
2008 Colombia
2009 Senegal

Partners
6th International Microinsurance Conference
9-11 November 2010, Manila
www.microinsuranceconference.org/2010

2010 Philippines

500 participants from over 40 countries

Microinsurance Compendium 
Co-published 
with the
International 
Labour

Available in English, Spanish, French and Portuguese
www.microinsurancecompendium.org

Organization
(ILO)
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Microinsurance3. Internationale Mikroversicherungskonferenz
Mumbai, IndienMumbai, Indien
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Microinsurance4. Internationale Mikroversicherungskonferenz
Cartagena, KolumbienCartagena, Kolumbien
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Microinsurance Microinsurance
Demand and definition

From Knowledge
to Action

Demand and definition
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Microinsurance Demand for Microinsurance

Microinsurance is the provision of insurance to low-
i h h ld th t th i d t h tincome households that otherwise do not have access to 
insurance.

Poor households are especially vulnerable to risk, both 
in the form of natural calamities as well as more regular 
occurrences of illness and accidents.
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Microinsurance Role of Microinsurance: Impacts of shocks on 
household income and assetshousehold income and assets

Source: Protecting the poor – A mircoinsurance compendium,
edited by Craig Churchill Munich Geneva 2006 page 25
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Microinsurance The bottom of the access to insurance

Source: Churchill, Craig. Presentation ‘An introduction to microinsurance’. Microinsurance
Conference 2007
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Microinsurance Priority risks in selected countries

Source: Protecting the poor – A mircoinsurance compendium,
edited by Craig Churchill Munich Geneva 2006 page 27
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Microinsurance Where do we stand?From Knowledge
to Action

Source: The Landscaping Study
Th Mi i C t 2006The MicroinsuranceCentre, 2006

Dirk Reinhard7 July 2010 Munich Re Foundation 12Dirk Reinhard



Microinsurance Landscaping Study – MicroInsurance Centre 
Microinsurance offered in the 100 poorest countriesMicroinsurance offered in the 100 poorest countries

78 million people in the 100 poorest countries were 
f d t h i ifound to have microinsurance cover.

– 357 microinsurance products
(separate from social security schemes)

– 116 social security schemesy

– 246 microinsurers
(separate from government providers of social(separate from government providers of social 
security)
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Microinsurance

Quelle:The Landscape of Microinsurance inQuelle:The Landscape of Microinsurance in 
the World‘s poorest 100 countries. The 
Microinsurance Center, 2007.
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Microinsurance Microinsurance in Africa I

– By the end of 2008, only 14.7 million of the people in 
Af i li i d US$ 2 d i 32 t iAfrica living under US$ 2 per day in 32 countries were 
covered by microinsurance. 

– Moreover, 56% of the penetration is in South Africa 
where funeral insurance is widespread.

– On average, microinsurance schemes grew at an 
impressive rate of 30% from 2007 to 2008.

So rce Michal Mat lSource: Michal Matul, 
Michael J. McCord, 
Caroline Phily, Job Harms. 
“The Landscape of 
Microinsurance in Africa”. 
ILO, October 2009
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Microinsurance Microinsurance in Africa II

So rce Michal Mat lSource: Michal Matul, 
Michael J. McCord, 
Caroline Phily, Job Harms. 
“The Landscape of 
Microinsurance in Africa”. 
ILO, October 2009
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Microinsurance ChallengesFrom Knowledge
to Action
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Microinsurance Key challenges

– Low premium and high transaction costs per client

– Lack of infrastructure

– Lack of insurance knowledge

– Insurance illiteracy: significant investment in customer-y g
education is necessary

– Low and irregular income: volume is a basis for returnsLow and irregular income: volume is a basis for returns 
on investment

– Lack of data– Lack of data

Dirk Reinhard7 July 2010



Microinsurance Complexity of different insurance products
Microinsurance

Highly complex

− Crop insurance
− Health and disability− Health and disability 

insurance
− Annuities and 

d t ( ti tendowment (retirement 
provision)

− Property insurance
− Term life insurance 

(payment to beneficiaries 
on death))

Simpler
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Microinsurance Case study: Faulu-MicroEnsure-NIC
Kampala Uganda

From Knowledge
to Action

Kampala, Uganda
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Microinsurance The Owino-Market

− East Africa‘s biggest market
50 000 h t− 50,000 merchants

− 10,000 market stands
− 200,000 visitors daily
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Microinsurance The product

Loans provided by the Ugandan Microfinance
Organisation „Faulu“, member of the Opportunity
International network

Total number of clients/loans in Kampala: 20,000
Total number of loans at the Owino-market: 2,000

C dit i d 4 12 th−Credit period: 4-12 months
− Loan amount: 100 to 1,000 USD

Interest rate: 3% per month (flat)− Interest rate: 3% per month (flat)
equals up to 70% per year

Group insurance, mandatoryGroup insurance, mandatory
−Premium: 1% of credit sum, single payment
−Max. sum insured = loan amount
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Microinsurance Insured risks

−Death
• Borrower: loan amount
• Family member: lump sum for funeral costs

−Disability: loan amount
−Property (Fire, flood, earthquake):

l t t i d it b dloan amount, not indemnity based
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Microinsurance Faulu-MicroEnsure-NIC Microinsurance scheme
Kampala UgandaKampala, Uganda

PremiumInterest / installment

Service fee

Client

Merchants 

NIC

Risk carrier

Faulu

MFI

MicroEnsure

Service provider

Collects client data 
(from loan forms)
Provides data to NIC

p

Cl i t

Claims payment

Approves claimsClaims payment
in case of death of 
a family member

Dirk Reinhard7 July 2010
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Microinsurance Premium distribution

Premium 
1% of loan amount

63 %7 %
(10% of payment to NIC)

30 %

NICFaulu MicroEnsure

Risk carrierMFI Service provider
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Microinsurance 24 February 2009: Fire at the Owino-Market

– Part of the market destroyed
Ab t 300 l i t d t F l– About 300 claims reported to Faulu

– NIC/MicroEnsure aim at claims payment within 8 days 
of the receipt of documents
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Microinsurance Institutional optionsFrom Knowledge
to Action
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Microinsurance Partner-agent model

Source: Report – Microinsurance Conference 2005
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Microinsurance Credit unions and cooperative/mutual insurers

Source: Report – Microinsurance Conference 2005
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Microinsurance Direct sales model

Source: Report – Microinsurance Conference 2005

Dirk Reinhard7 July 2010



Microinsurance Examples
Flood insurance Indonesia

From Knowledge
to Action

Flood insurance, Indonesia
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Microinsurance Index-based insurance

– Index-based insurance does not cover losses on an 
i di id l l dj t t b i b t di tindividual loss-adjustment basis, but according to 
whether they reach certain predetermined thresholds. 
Index-based insurance is a relatively new product in 
developing countries

– Index-based insurances can be distinguished g
according to the different kind of triggers they use:
• meteorological triggers
• area yield triggersarea yield triggers
• vegetation indexes. 

Key problem: Basis riskKey problem: Basis risk
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Microinsurance Indonesia - November 26, 2007

Dirk Reinhard
Source: JanJaap Brinkman, Deltares – Delft Hdraulics
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Microinsurance Trigger Development 
Water Level Measurement at Manggarai GateWater Level Measurement at Manggarai Gate
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Microinsurance Flood protection card

Client buys Flood Protection Card (until Oct. 2008)   Wet season

Not triggered:flood water did not reach 
9 50 t M i Fl d G t

Case I:
Not 

triggered

9.50m at Manggarai Flood Gate

NOT TRIGGERED 9.50m Not 
t i d

Price Rp. 50,000

Triggered:flood water reached/ exceeded 9.50m 
G

triggered:
No payout

Case II:
Triggered TRIGGERED

at Manggarai Flood Gate

9.50m

DRY SEASON WET SEASON
Price Rp. 50,000

Pay out
Rp. 250,000

June 2008 May 2009Oct. 2008
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Microinsurance Role of governments/RegulationFrom Knowledge
to Action

Dirk Reinhard7 July 2010 Munich Re Foundation 36Dirk Reinhard



Microinsurance Role of ...

– NGOs/MFIs: Link to the local communities...

– Insurance industry: Risk coverage, insurance 
knowledge, technical support...

– Donor agencies: Financial support for demand 
surveys and product development...y p p

– Government: Legal framework, incentives (e.g. South 
Africa, India, Philippines)...Africa, India, Philippines)...

If one of the above mentioned parties is missing, the 
development of appropriate Microinsurance schemesdevelopment of appropriate Microinsurance schemes 
may become extremely difficult!

Dirk ReinhardMunich Re Foundation 37October 2009



Microinsurance Microinsurance and microinsurance regulation

MI and MI regulation: Peru, Mexico, India, Philippines
MI and explicit interest in regulation: Uganda South Africa Brazil Cambodia NepalMI and explicit interest in regulation: Uganda, South Africa, Brazil, Cambodia, Nepal
MI but no explicit (interest in) regulation yet: Zambia, Nigeria, Ethiopia, Kenya, Colombia*, Venezuela, China

Source: Cenfri/Munich Re Foundation compiled by Munich Re Foundation 2008
Base map: Maps of the World, Wikimedia
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Microinsurance Regulatory approach and
leadership: Issuesleadership: Issues

– Regulatory approach can beRegulatory approach can be
• proactive vs reactive;
• facilitative vs exclusionary.

– Financial inclusion policy can
• push interventions (e.g. India, South Africa);
• pull interventions (e g Colombia)• pull interventions (e.g. Colombia).

– The scope is limited by commercial viability.

-> Regulatory guidelines of the
IAIS/Microinsurance Network Joint Working group

Source:
Report 4th International Microinsurance Conference 2008, Plenary 5: Regulation, supervision and policy issues

Dirk ReinhardMunich Re Foundation 39October 2009



Microinsurance India: Mandatory business norms to cover rural and 
social sectorssocial sectors

Rural sector
Lif iLife insurers 
— First five years: 7% – 16% of total policies 
underwritten
— Sixth to tenth* year: 18% – 20%
Non-life 
— First five years: 2% – 5% of total gross premium—y g p
Sixth to tenth* year: 5% – 7%

Social sectorSocial sector
Life and non-life
5,000 – 20,000 lives for the first five years and 25,000 –
55 000 lives for sixth to tenth year*55,000 lives for sixth to tenth year

*Pending notification
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Microinsurance Current status
Outreach vs profitabilityOutreach vs. profitability
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Microinsurance Key barrier for micro-insurance development
High upfront development cost vs low premiumHigh upfront development cost vs. low premium 
income

Product development
CostsCosts

Product development 
and design Premium incomePremium income

Built up and 
maintenance of 

Sales Maximum time
to break even

Private sectorPrivate sector

infrastructure 

Fi i l dD t th i Financial and 
insurance illiteracy: 
Development of 
education tools

Data gathering, 
management 
monitoring

education tools

Administration, claims 
management

Demand and risk 
assessment

Identification and 
selection of credible 
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Microinsurance Potential roles of the government and donor 
organizations: Introduction of smart subsidiesorganizations: Introduction of smart subsidies 

Product development
CostsCosts

Product development 
and design Premium income

Government and donors

Premium income

Government and donors

Built up and 
maintenance of 

Sales
Private sectorPrivate sector

Maximum time
to break even

infrastructure 

Fi i l dD t th i Financial and 
insurance illiteracy: 
Development of 
education tools

Data gathering, 
management 
monitoring

education tools

Administration, claims 
management

Demand and risk 
assessment

Identification and 
selection of credible 
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Microinsurance Current status
Outreach vs profitabilityOutreach vs. profitability
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Microinsurance PPP: Increased outreach
higher effeciency lower need for disaster aidhigher effeciency, lower need for disaster aid

high Increased outreach

Insurance cover from 
private sector
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Microinsurance OutlookFrom Knowledge
to Action
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Microinsurance ILO/Microinsurance Innovation Facility

Funding by the Bill & Melinda Gates Foundation: 
US $34 illi fiUS $34 million over five years

– Provides 40-50 grants (up to $500.000 each)

– Funds research and technical assistance of 
organizations serving the poor.g g p

– Over the course of the next three years, the facility will 
issue bi-annual requests for proposals and provideissue bi annual requests for proposals and provide 
funding to pilot new insurance products, improve 
efficiency in the field, and use technology to create 
new products that better meet people’s needsnew products that better meet people s needs.

– The facility will also train technical specialists to help 
replicate successful models

Dirk Reinhard7 July 2010

replicate successful models.



Microinsurance Opportunity International
Microinsurance AgencyMicroinsurance Agency

Funding by the Bill & Melinda Gates Foundation:
US $24 2 illiUS $24.2 million

– Has currently insured over 3 million lives

– Started to work on index based weather insurance

– The grant will allow the microinsurance agency to 
expand into 11 new nations and provide life, health 
and crop insurance to 21 million more poor people byand crop insurance to 21 million more poor people by 
the year 2012.

– The Gates Foundation now has provided three grants– The Gates Foundation now has provided three grants 
totaling $41.8 million to Opportunity International since 
November 2005. 
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Microinsurance Microinsurance as an investment opportunity

Dirk Reinhard7 July 2010



Microinsurance SummaryFrom Knowledge
to Action
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Microinsurance Lessons learned

– There is a huge untapped market
Th illi t if th th– The poor are willing to pay if they can access the 
right products

– Several products have proven to be economically
viable

– Starting with already-existing organisations such 
as mutuals and cooperatives land establish strategic p g
links with formal insurers, providers and the social 
security element is key

– Strong Public-private partnerships link experience,Strong Public private partnerships link experience, 
build a strong regulatory framework for the benefit of 
all parties

– Need for action: as weather-related natural disasters– Need for action: as weather-related natural disasters 
increase, so does the vulnerability of the poor

– Don‘t listen to your heart, listen to your calculator!
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Thank you for your attention!

Dirk Reinhard
Vice Chairman
Munich Re Foundation

www.munichre-foundation.orgg
www.microinsuranceconference.org
www.microinsurancecompendium.org

dreinhard@munichre-foundation.org
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